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AGRICULTURE, DEPARTMENT OF
A final rule prescribing procedural regulations to be followed for applications
for joint funding from the Farmers Home Administration was published in the
6/22/78 Fed. Reg., pp. 26690-96. The regulations implement the provisions of
OMB Circular A-111, which pertains to joint funding of related programs of
Federal assistance to State and local governments and nonprofit organizations.
The rule provides for a preaward survey of the applicant’s financial manage
ment system to be arranged and conducted by the lead agency and approved by
FmHA. In addition, the regulations require annual audits of grantees to be
performed, preferably by the State auditor but where that is not feasible
by CPAs or LPAs licensed prior to 12/31/70.
ENERGY, DEPARTMENT OF
A proposed final version of the Energy Information Administration’s financial
reporting system has been submitted to the Office of Management and Budget
for review and clearance (see 6/22/78 Fed. Reg., beginning at p. 27056). The
system will survey major energy producing companies annually to develop
information relating to the economics of energy supply. As part of the
review and clearance procedure, both the Energy Information Administration
and OMB are requesting public comments and will receive oral statements at a
public hearing scheduled for 7/17/78. Written statements are due by 7/24/78.
Requests to speak are due by 7/5/78, and copies of oral statements by 7/14/78.
Further information is available by contacting Arthur T. Anderson of the
Energy Information Administration (202/566-7815), Louis Kincannon of OMB
(202/395-3211), or Department of Energy representatives Robert C. Gillette
(202/254-5201), William D. Luck (202/566-9296), or Samuel M. Bradley (202/
566-9565).
FEDERAL HOME LOAN BANK BOARD
"Savings and Loan Associations: Changes Needed in the Regulation of Their Service
Corporations" is the title of a recent report by the General Accounting
Office on the savings and loan industry. The GAO study states that the FHLBB
has been unable to regulate the savings and loan subsidiaries effectively
and concludes that Congress should strengthen regulations and review whether
the activities of service corporations go beyond the original plans for such
firms. Copies of the report are available for $1 each from the GAO (FOD-78-4,
6/14/78).
FEDERAL RESERVE BOARD
A complete review of all regulations, interpretations and rules has been announced
by the Board. The review is being undertaken to determine whether FRB rules
need modernization or can otherwise be improved. The review, which is
scheduled to be completed by the end of 1979,will take place in two stages.
Regulations affecting commercial banks, bank holding companies and other
institutions outside the FRB will be examined first. This will be followed
by a review of all other FRB regulations, interpretations, policy letters and
operating circulars.
GENERAL ACCOUNTING OFFICE
"Financial Audits in Federal Executive Branch Agencies" is the title of a recent
GAO study of audits throughout the executive branch. The report notes that
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133 out of 418 units did not receive financial audits. It also contains a
restatement of the GAO position on auditor qualifications. Copies of the
report are available from the GAO for $1 each (FGMSD-78-36, 6/6/78).
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Interim final regulations on grants for graduate programs in health administration
appeared in the 6/20/78 Fed. Reg., pp. 26443-46. These regulations implement~
the Secretary’s authority to make grants to public or nonprofit private
educational entities to support health and hospital administration programs.
These regulations include a requirement for the grantee to provide for an
annual financial audit of its books, accounts, financial records, files and
other papers and property to be conducted and certified to be accurate by a
CPA in accordance with GAAS.
INTERSTATE COMMERCE COMMISSION
A decision to maintain accounting regulations in accordance with GAAP was an
nounced by the Commission in the 6/19/78 Fed. Reg., pp. 26313-14. This new
procedure will allow the ICC to expedite the adoption of newly issued
accounting pronouncements, and will allow carriers to use the accounting
standards in reports almost immediately after they are issued. More informa
tion may be obtained by contacting James Thomas at 202/275-7565.
JUSTICE, DEPARTMENT OF
Notice of public hearings to be held by the National C o mmission for the Review of
Antitrust Laws and Procedures appeared in the 6/19/78 Fed. Reg., p. 26351.
The hearings are scheduled for 7/11-13, beginning at 10 a.m., in Room 2228 of
the Dirksen Senate Office Building, Washington, D.C. The purpose of the
hearings is to receive public comments and testimony on the issues that
should be considered by the Commission in the area of antitrust litigation.
Written requests to testify are due by 7/5/78 and should be directed to Ms.
Deana Harvell, Room 7315, Department of Justice Building, 10th Street and
Pennsylvania Avenue, NW, Washington, D.C. 20530. Requests to testify should
be accompanied by three copies of the proposed testimony. Written statements
will be accepted until 8/1/78.
LABOR, DEPARTMENT OF
Proposed rules amending the Department's procurement regulations by the addition
of a new subpart concerning standards for grants and agreements with State and
local governments was published in the 6/16/78 Fed. Reg., pp. 26042-71. The
new section, which would implement OMB Circulars A-102 and 110, requires audits
of recipients of grants and agreements at least once every two years. These
audits may be conducted by State and local auditors, or CPAs or LPAs who meet
the GAO's independence qualifications. Comments on this proposal are requested
by 8/17/78. Additional information may be obtained by contacting Walter Terry
at 202/523-9174.
A 76-page booklet on ERISA designed to be used by employee benefit plan participants
and their beneficiaries has been published by the Department. The booklet,
"What You Should Know About the Pension and Welfare Law", explains in lay terms
the rights and protections of participants and their beneficiaries. Copies
of the booklet are available free from area Labor-Management Services Admini
stration offices of the DOL.
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In a related development, the Department has produced a 20-minute slide/
sound show to inform employee benefit plan participants and their beneficiaries
about their rights under ERISA. Entitled "You and ERISA", the show focuses
on the ways in which the law protects private pension and welfare plan parti
cipants. The topics covered include plan participants' rights, payment
guarantees, proper use of plan funds, and legal responsibilities of plan
officials. To arrange to borrow a copy of the show (which is also available
in videotape), contact the nearest office of the Labor-Management Services
Administration, or write to the Department of Labor, IMSA, Room N4659, 3rd and
Constitution Avenue, NW, Washington, D.C. 20216.
PENSION BENEFIT GUARANTY CORPORATION
An update of the Corporation's opinion letters covering the period of 1/1/78
through 3/31/78 has been issued. The opinion letters are representative
responses by the Corporation to issues raised concerning its plan termination
insurance program under Title IV of ERISA. The update is available in two
formats, each with identical topical index and letters. In the chronological
edition, the letters are in chronological order; in the sectional edition,
the letters are in the sequence of the sections of ERISA to which they per
tain. Those persons holding subscriptions will receive the update auto
matically; others may obtain subscriptions by contacting the PBGC at 202/
254-4817 ($2.00 for the chronological update and $4.20 for the sectional
version).
RENEGOTIATION BOARD
The House has approved a proposal to cut the Board's 1979 budget request by more
than half to $3 million, to be available only for the first six months of
fiscal 1979. The House also directed the Board to concentrate its attention
on those cases having the most potential for recovery of excess profits.
A similar proposal has also been approved by a Senate Appropriations
Subcommittee. The Senate version, which is expected to be marked up after
the July 4 recess, would provide more money ($5,260,000) for the same six
month period.
SECURITIES AND EXCHANGE COMMISSION
The SEC report on the accounting profession that will be sent to Congress will
be considered by the Commission at an open meeting on 6/28/78. The Commission
has premised to report to Congress by 7/1/78 on progress made by the profes
sion in self-regulation during the past year. In addition, the report will
discuss the Commission’s oversight role. It is expected that the report
will discuss changes proposed by the Institute’s Division for CPA Firms and
the requirements of the SEC Practice Section. The report will be sent to
the Senate Subcommittee on Governmental Efficiency and the District of
Columbia and the House Subcommittee on Oversight and Investigation. The
6/28/78 open meeting will be held in the Commission Meeting Room, 8th floor,
500 North Capitol Street, Washington, D.C. at 9 a.m.
Itac rules that will require companies to disclose more information about their
independent auditors have been approved by the SEC. At an open meeting held
on 6/22/78, the Commission adopted an amendment to Rule 2-01 of Regulation
S-X which includes examples of situations in which public accountants will not
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be considered independent and new rules that will require the disclosure of
the types of non-audit services provided by the company's independent accountant.
The amended ri/Les on independence will provide guidance on situations
where there is litigation involving the company or the independent accountant.
Under the new amendment, litigation would raise questions of independence in
cases involving audit work or if it represented a significant dollar amount
in relation to the audit fee in cases not involving audit work.
The new rules on disclosure of auditor services will require companies to
list significant non-audit services in the proxy statement. In general,
services must be disclosed if their cost amounts to more than 3% of the total
audit fee. In addition, the company must disclose whether the board of
directors or audit committee has approved such services. The Commission
refused to require the disclosure of the amount of auditor fees as previously
proposed.
Publicly held companies may soon be required to file reports on the adequacy of
their internal auditing controls, according to SEC Chairman Williams. In a
recent speech before the Institute of Internal Auditors, Chairman Williams
stated that "I cannot tell you with any certainty at this point which ele
ment of corporate management will have responsibility for such a report, but
it is virtually certain that reporting on internal control will be a reality
for public companies at some point in the near future." Chairman Williams
also reported that workable standards to assure compliance with the internal
control provisions of the Foreign Corrupt Practices Act are being developed
by an AICPA special advisory committee.
TREASURY, DEPARTMENT OF

The Carter administration has announced support of a $15 billion tax cut as a
substitute for the tax reform bill. The tax cut, which includes $10 billion
for individuals and $5 billion for corporations, would be effective next
January. The Ways and Means Committee has suspended consideration of the tax
reform proposal until mid-July. This is designed to give the Administration
time to lobby for the tax cut and against the capital gains tax cut proposals
offered by Reps. William Steiger (R-Wisc) and James Jones (D-Okla).
Garments and recommendations on various proposals to modify the carryover basis
have been submitted by the Federal Tax Division of the AICPA. The recommenda
tions, which have been sent to all members of the House Ways and Means Com
mittee, the Senate Finance Committee and the Treasury, include Comments
on pending legislation as well as additional proposal for modification of the
carryover basis rules. Among the topics discussed are the exclusion from
carryover, the fresh start adjustment, the death tax adjustment, and the
decedent's capital loss carryover.
Anyone wishing to receive one free copy of the AICPA Comments and
recommendations on the carryover basis may do so by contacting the AICPA
Washington office prior to 7/5/78 and requesting Document 18-1. Telephone
requests are encouraged and should be directed to extension 47.
A revised application for determination upon termination of a pension plan has
been released by the IRS. The revised Form 5310 must be filed by employers
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or plan administrators for any plan merger or consolidation or any transfer
of plan assets or liabilities. The form also may be used to request a
determination concerning a plan termination. Copies of the revised Form 5310
are available at local IRS offices.
About 5,000 older private letter rulings and technical advice memoranda are now
publicly available from the IRS. The IRS announced that those rulings with
significant reference valued that were issued by the Individual Tax Division
after 12/31/67 can be obtained from the IRS National Office Reading Room
1565, 1111 Constitution Avenue, NW, Washington, D.C. 20224. The documents
are indexed by the Internal Revenue Code section and copies may be made at
the Reading Roan or requested by mail. Additional older rulings will be
made public in July, August and September according to the IRS.

For additional information contact:
Susan Retter or Steven Woolf
202/872-8190
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